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Annual Report of the Bank of France 


The Governor of the Bank of France, in his Annual 
Report to the President of the Republic, stated that the 
success achieved in 1959 in fostering economic expan- 
sion and maintaining at the same time an appreciable 
balance of payments surplus had been further con- 
solidated in 1960. 


In 1959, a considerable rise in exports had been the 
main factor behind a moderate increase in economic 
activity. In 1960, while exports continued to rise, con- 
sumption by private households and fixed investment, 
which had remained nearly stable during the preceding 
year, increased considerably. The gross domestic prod- 
uct in 1960 was some 6 per cent higher than in 1959; 
this compares with an increase of 2 per cent in 1959 
over 1958 and an average annual increase of 6 per cent 
in the period 1954-57. 

The 1960 harvests were excellent and the output of 
meat and dairy products, which in 1959 had been 
hampered by drought, increased substantially. On the 
whole, farm output exceeded domestic needs in 1960 
and will continue to do so in the future, as agriculture 
is further modernized. To prevent a large decline in 
food prices, which in the long run would jeopardize 
the price-support policy followed by the Government, 
further efforts should be made to increase exports of 
farm products, especially to the other member coun- 
tries of the European Economic Community. 


Industrial production, excluding building, increased 
by 11 per cent in 1960, while activity in the building 
industry remained practically stable. At the end of the 
year there was still large unused productive capacity, 
however, and labor scarcity was the main obstacle to 
greater gains in production. Unemployment was negli- 
gible. To remedy labor shortages, the number of immi- 
grants was again allowed to rise and the average 
workweek, which had declined in 1958-59, was length- 
ened to that reached in 1957. 


During 1960 as a whole, the wholesale price index 
rose by 2 per cent and the consumer price index by 
nearly 4 per cent, partly owing to higher food prices but 
mainly because of a sharp rise in the prices of manufac- 
tured products. Hourly wage rates, after an increase of 
6.7 per cent in 1959, rose by 7.2 per cent in 1960, and 
in a number of industrial sectors the wage increases 
were too large to be absorbed by gains in productivity. 
The increase in wage rates and the lengthening of the 
average workweek raised real wages in industry by some 


5 per cent in 1960, to the record level of the autumn 
of 1957. 


Credit Policy 


The money supply expanded by a little more than 
14 per cent in 1960, the main factors being a further 
substantial rise in net official holdings of gold and 
foreign exchange and a considerable increase in credit 
to business, especially during the last quarter. The large 
surplus on the balance of payments, and the absence of 
difficulties in financing the Treasury’s cash deficit, en- 
abled the monetary authorities to relax credit restrictions 
further and to reduce interest rates, so as to stimulate 
economic activity. The ceilings placed on rediscounts 
of short-term paper by each commercial bank with the 
central bank, which had been lowered by 35 per cent 
in 1957, were raised in a number of cases, and restric- 
tions on installment credit were further relaxed. On 
October 6, 1960, the basic discount rate of the Bank of 
France and the penalty rate for rediscounts exceeding 
the individual banks’ rediscount ceilings by less than 
10 per cent were lowered by “% per cent, to 3% and 
4% per cent, respectively; subsequently, the rates 
charged by commercial banks were reduced by the same 
amount. As a result of the favorable monetary situation, 
the general system of credit controls in France was 
modified in early 1961, without putting any strain on 
the banks or the Treasury. From January 31, 1961, 
the minimum ratio of their deposit liabilities which 
commercial banks have to invest in short-term Treasury 
paper was reduced from 25 per cent to 20 per cent, and 
the banks were required to hold a minimum of 30 per 
cent of their deposits in the form of cash, Treasury 
bills, and medium-term paper (see this News Survey, 
Vol. XIII, p. 13). 

The increase in credit to business was due largely to 
a sharp rise in short-term credit, in particular for 
exports and installment purchases; the volume of 
medium-term credit financed by the banking system as 
such, which had contracted slightly in 1959, expanded 
moderately in 1960. The liquidity of the commercial 
banks declined in the second half of the year and their 
rediscounts with the Bank of France increased from 
NF 16.4 billion at the end of 1959 to NF 18.9 billion 
at the end of 1960. 

The Treasury continued in 1960 to finance its deficit 
easily without issuing any long-term bonds to the public. 
Commercial banks increased their purchases of Treas- 
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ury bills at a rate equal to the rise in their sight deposits, 
and individuals not only bought more Treasury bills, 
but also added to their savings deposits and their de- 
posits with the Postal Checking System. As a result, the 
Treasury was in a position to reduce by a further 
NF 1.74 billion its recourse to credit from the Bank of 
France; and at the end of 1960 central bank advances 
to the Government amounted to only NF 0.9 billion, 
compared with the legal ceiling of NF 4.9 billion. 


Balance of Payments 


The balance of payments on goods and services 
in 1960 showed a surplus of $637 million, on 2 cash 
basis, compared with a surplus of $710 million in 1959. 
The trade surplus was considerably smaller, but there 
was a large improvement on account of services. The 
values of both imports (c.i.f.) and exports (f.o.b.) 
were approximately 25 per cent higher in 1960 than 
in 1959. The increase in industrial production and the 
reconstitution of stocks, which had been run down 
in 1959, led to a large rise in imports of raw materials; 
the reduction in tariffs and the further liberalization of 
imports resulted in increased imports of manufactured 
goods. The largest increases in exports were recorded 
for equipment goods and food products; exports of 
passenger cars declined slightly. A trade deficit reap- 
peared with the dollar area, as exports declined while 
imports, notably of aircraft, rose. The surplus in trade 
with the other countries of the European Economic 
Community was, however, larger than in 1959. The 
substantial rise in the surplus on account of services, 
from $275 million in 1959 to $597 million in 1960, 
was due mainly to a further reduction in the net deficit 
on transportation and an increase in net tourist receipts, 
from $187 million to $237 million. 


Financial Discussions Between France and United States 

Mr. Wilfrid Baumgartner, Minister of Finance and 
Economic Affairs of France, and Mr. Douglas Dillon, 
Secretary of the U.S. Treasury, discussed on May 18 and 
19 the general economic situation and the balance of 
payments trends in France and the United States, the 
relationship of the International Monetary Fund to the 
problem of short-term capital movements under condi- 
tions of convertibility, and the need for the coordination 
currently being developed in the framework of the 
future Organization for Economic Cooperation and 
Development. 
Source: Treasury Department, Press Release, Wash- 

ington, D.C., May 19, 1961. 


Europe 


Iron and Steel Production in Norway 
In a Bill submitted to the Parliament on April 14, 
the Norwegian Government urged authorization for the 


Inward capital movements declined from some 
$567 million in 1959 to $255 million in 1960, and 
there were no large movements of short-term capital. 
The continued surplus on the balance of payments 
enabled France to pursue its policy of reimbursing 
foreign debts, in part before maturity: it repurchased 
the equivalent of $181 million from the International 
Monetary Fund and repaid old debts totaling $316 mil- 
lion. Central reserves of gold and convertible currencies 
rose in 1960 by $347 million, to $2,070 million at 
the end of the year. 


Exchange controls have been further simplified and 
relaxed and, with nine other countries, France accepted 
the obligations of Article VIII of the Fund’s Articles of 
Agreement from February 15, 1961 (see this News 
Survey, Vol. XIIl, p. 41). 


Activity in the Paris foreign exchange market re- 
mained buoyant during 1960 and the French franc was 
generally quoted at a premium. The rate for devises- 
titres remained nearly stable, at a premium of about 
2 per cent over the official rate. On the whole, activity 
in the gold market declined appreciably in 1960. 


During the early months of 1961, the increase in 
industrial output slowed down and exports remained 
stable at a high level, while prices of industrial products 
were moving upward and wage demands, fostered by 
the prevailing labor scarcity, became more frequent. 
Commenting on these developments, the Annual Report 
states that, to avoid both inflation and stagnation and 
to maintain internal and external balance, consumption 
and investment should rise at a rate allowing a satis- 
factory growth in the economy. 

Source: Agence Economique et Financiere, 
France, May 8, 1961. 


Paris, 


state-owned A/S Norsk Jernverk to float a NKr 180 mil- 
lion government-guaranteed loan to expand its iron 
works at Mo-i-Rana. The main objectives of the expan- 
sion are the construction of two electric furnaces to 
produce 180,000 tons of pig iron a year, which would 
start operations during 1963-64, and the building of 
separate rolling mills for steel wire and rods. After com- 
pletion of the projected expansion, annual production 
would be over 700,000 tons of pig iron and about 
600,000 tons of crude steel. Last year, the output of 
A/S Norsk Jernverk was 309,000 tons of finished prod- 
ucts, compared with 263,000 tons in 1959. 


In a companion Bill, the Government endorsed plans 
for large-scale exploitation of the Dunderlandsdalen iron 
ore deposits, operated by the state-owned A/S Rana 
Gruber, to provide, by 1965, additional raw material for 
the iron works. It is Norway’s aim that annual pro- 
duction should reach 750,000 tons of concentrates, to 
be increased in a few years to over 1 million tons. The 
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entire output would be sold to A/S Norsk Jernverk. 
The cost of this expansion is estimated at NKr 200 mil- 
lion, of which NKr 70 million would be covered by a 
proposed stock subscription by the Government and 
NKr 130 million would be raised by A/S Rana Gruber 
through a government-guaranteed loan. 


Source: Norwegian Information Service, News of 


Norway, Washington, D.C., April 27, 1961. 


Central Bank Credit in Sweden 


In order to limit credit expansion in Sweden and to 
prevent an excess of demand, the Sveriges Riksbank 
has informed the banks that their normal borrowing 
from the Riksbank henceforth should not exceed one 
half of each individual bank’s own capital and reserves. 
At present, the banks may borrow from the Riksbank 
against government bonds and comparable securities at 
an interest rate of 5 per cent for the first five days and 
6 per cent thereafter; but from now on a penalty rate 
will be added for any borrowing exceeding one half of 
the bank’s own capital. This new system of credit 
restraint will be in addition to the liquidity ratios 


recommended by the Riksbank. 
Source: Svenska Dagbladet, Stockholm, Sweden, 


May 13, 1961. 


Swedish Company's Swiss Bond Issue 

The Swedish company AB Volvo is borrowing 
Sw F 40 million in Switzerland. The 4% per cent 
15-year loan will be issued at par and the proceeds 
will be used for expansion. 


Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, May 15, 1961. 


Finnish Economic Situation 


The Ministry of Finance of Finland reports that a 
brisk foreign demand for export products has been one 
of the main factors contributing to the sustained high 
economic activity in the first quarter of 1961. The 
volume of exports was 14 per cent higher in the first 
quarter than in the corresponding period of 1960; in 
particular, exports of the paper industry have risen. 
The favorable market conditions have made it possible 
for the paper industry to start production immediately in 
mills recently completed. Exports by the metal industry 
are also expected to increase, because of the value of 
contracts on hand. The development of export prices 
has been favorable. Prices for pulp wood have shown 
the largest rise, over 20 per cent. Those for sawn wood 
are about 10 per cent higher than last year, while prices 
for most kinds of paper have remained unchanged. 


In spite of a deficit of Fmk 20 billion ($63 million) 
on the goods and services account of the balance of 
payments, the foreign exchange reserves of the Bank of 


Finland rose by Fmk 6 billion, to Fmk 70.3 billion 
($220 million), in the first quarter of 1961, because of 
an inflow of short-term and long-term capital. 


During the first months of this year production was 
about 6 per cent higher than a year earlier, distributed 
among nearly all sectors. The increase was especially 
large in forestry, manufacturing, building, trade, and 
transport. The employment situation has been reason- 
ably good, and a deterioration is hardly likely at present. 


In view of the heavy investment under way to expand 
capacity, and the rationalization which the decision of 
the European Free Trade Association necessitates (see 
this News Survey, Vol. XIII, p. 58), demand for credit 
is likely to remain high. One of Finland’s main prob- 
lems is to satisfy these capital requirements. 

The Ministry stresses that fiscal policy should take 
into account the problems of economic growth and the 
competitive power of the economy. The decisions to be 
taken, mainly on tax measures, will affect the revenue 
of the Government and, indirectly, its ability to expand 
expenditure, as it is assumed that in the longer run 
the Government’s borrowing can hardly exceed the 
present level. 

Source: Hufvudstadsbladet, Helsinki, Finland, April 30, 
1961. 


Interest Rates in Denmark 


The discount and rediscount rates of the National 
Bank of Denmark were raised from 5% per cent to 
6% per cent, from May 23, 1961. 


Source: The National Bank of Denmark, Press Release, 
Copenhagen, Denmark, May 20, 1961. 


Middle East and Africa 


lran-U.S.5.R. Trade Agreement 


A trade agreement between Iran and the U.S.S.R., 
concluded on May 6, 1961, provides for trade in each 
direction of Rls 2.5 billion ($33 million) for the year be- 
ginning March 21, 1961. Iran will export mainly min- 
erals and agricultural products, against imports of 
industrial products. 


Source: Keyhan International, Tehran, Iran, May 7, 


1961. 


Israel's Foreign Exchange Reserves 


Israel’s foreign exchange reserves at the end of 1960 
were at a record level, $217 million, of which some 
$6 million was in gold (Israel’s gold subscription to the 
International Monetary Fund) and the remainder in 
foreign currencies. The reserves, which had risen to 
$227 million by the end of February 1961, increased 
still further in March, partly as a result of the revalu- 
ation of the deutsche mark. Israel held 45 per cent of 
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its reserves in deutsche mark at the time of the revalu- 
ation, thus earning the equivalent of $5 million. 


Israel's reserve position and the relationship between 
reserves and foreign currency indebtedness have greatly 
improved, particularly in the last three years. Foreign 
indebtedness—excluding Israel Independence and De- 
velopment Bonds sold since 1951 in the United States, 
and more recently in 28 other countries—has remained 
fairly constant in the last seven years, while foreign 
currency balances have risen. At the end of 1960, total 
foreign indebtedness was $666 million, of which only 
about $40 million was of a short-term nature. Israel 
Bonds comprised 59 per cent of the total. Foreign cur- 
rency balances covered about 33 per cent of the total 
debt and about 80 per cent of the debt excluding Israel 
Bonds, compared with 19 per cent and 30 per cent, 
respectively, in 1954. Bond sales continue to be sizable, 
totaling $52 million in 1960 ($41 million in the United 
States, $4 million in “Canada, $4 million in Latin 
America, and $3 million in Western Europe). The 
target for Bond sales in 1961 is $80 million. While 
Israel Bonds constitute an obligation to be repaid by 
Israel in foreign currency, in practice they have been, 
at least in part, a form of unilateral transfer. Thus, 
during 1959 about $22 million and during 1960 about 
$26 million of Bonds were redeemed, of which less than 
$3 million each year was redemption in foreign cur- 
rency; some $9 million was invested in Israel, $8 million 
was received by Israel institutions as gifts, and almost 
$3 million was encashed (in Israel pounds) by tourists. 

The increase in foreign currency balances has not 
been an unmixed blessing. As a result of the conversion 
of foreign exchange by Israelis, particularly recipients 
of restitution from the Federal Republic of Germany, 
the money supply has risen by nearly [£80 million in 
the first three months of 1961, about half the amount of 
increase reported for the entire year 1960. This has led 
to increased liquidity of the banks and the expansion of 
bank credit, and as a result, prices are expected to 
rise by 5-6 per cent this year. 

Source: Middle East Economist and Financial Service, 
Forest Hills, N.Y., May 1961. 


Import Deposits in Ethiopia 


On April 11, 1961, the State Bank of Ethiopia 
reduced the rates of advance deposits for imports. The 
goods that were subject to a 150 per cent advance 
deposit requirement are now subject to a 100 per cent 
deposit, and goods that were subject to a 100 per cent 
or 125 per cent advance deposit requirement are now 
subject to a 75 per cent deposit. Advance deposits 
already made are unaffected by the change. 

Source: Board of Trade Journal, London, England, 
April 21, 1961. 
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Forward Exchange Dealings in South Africa 


The South African Reserve Bank announced on 
May 13 that it was suspending forward exchange deal- 
ings by South African residents to cover stock exchange 
transactions and imports of consumer goods. One im- 
mediate effect was an improvement in share prices, since 
the Reserve Bank’s action discouraged overseas selling 
through local arbitragers. The Bank will continue to 
cover all other dealings as in the past. The two present 
limitations are part of a national policy to restrict 
imports and to discourage speculative share buying. 


Source: The Financial Times, London, England, May 16, 
1961. 


Gold Production in South Africa 


Gold production in South Africa rose in March by 
84,704 fine ounces, to 1,876,123 fine ounces; output 
in February had fallen owing to the shorter working 
month. The value of production in March, R 47.0 mil- 
lion, was R 2.1 million higher than in the previous 
month, despite a decline in the average basis of valu- 
ation, by R 0.03 a fine ounce, to R 25.03. 


Gold production in the first quarter of 1961 amounted 
to 5,487,563 fine ounces, valued at R 137.9 million, 
compared with 5,153,126 fine ounces (R 128.8 million) 
in the first quarter of 1960. 

Source: The Standard Bank of South Africa Limited, 


Trade Trends, Johannesburg, South Africa, 
April 1961. 


Economic Conditions in Mozambique 


Mozambique is in a period of development which 
makes it necessary to import expensive modern equip- 
ment to compete with established industries. As a result, 
the province again had an import surplus in 1960; 
imports were valued at Esc 3,795 million and exports 
at Esc 2,099 million. However, the external payments 
position was again in equilibrium, since Mozambique 
has large net earnings from services, tourism, and remit- 
tances of laborers working in neighboring countries. 

As in earlier years, about half of Mozambique’s 
exports went to Portugal; the other half went chiefly to 
India, the United Kingdom, and the United States. 
There was an improvement in the volume of exports of 
cotton, tea, and copra, and a decline in exports of sisal 
and sugar. Prices of cotton, seed oil, sugar, copra oil, 
and tobacco declined, while the prices of tea, almonds, 
and sisal improved slightly. 

The Governor of Mozambique, speaking at the open- 
ing of the Legislative Assembly in April, emphasized 
the importance of development, indicating that agricul- 
ture, the most important sector of the economy, should 
be encouraged, through technical assistance and the 
provision of finance, so as to ensure stable prices and 





INTERNATIONAL FINANCIAL NEws SurVEY, Vol. XIII, No. 20, May 26, 196] 157 


an adequate return to producers. Industry should be 
fostered through tax facilities, customs benefits, and 
the relaxation of the formalities required for the estab- 
lishment of new industries. He said that industrial 
capital in Mozambique amounted to some Esc 3,000 mil- 
lion and that the number of new licenses issued for 
investments had risen from 77 in 1954 to 752 in 1959. 
The number should continue to rise as communications 
and transport and the energy supply improve. 
Sources: Jornal do Comércio, Lisbon, Portugal, 
April 27, 1961; Bank of London & South 
America Limited, Fortnightly Review, Lon- 
don, England, May 6, 1961. 


Far East 
Economic Survey of the ECAFE Region 


According to the Economic Survey of Asia and the 
Far East, 1960, prepared by the UN Economic Com- 
mission for Asia and the Far East (ECAFE), there 
was a further improvement in the economic conditions 
of most of the countries in the region during the year, 
although the rate of progress was not as striking as it 
had been in 1959. Agricultural production was about 
1 per cent higher in 1959-60; production of food in- 
creased by 2 per cent. The production of rice, wheat, 
tea, and copra increased, but that of oilseeds, cotton, 
jute, and rubber declined. Per capita, food production 
showed an annual rate of increase of 2.5 per cent from 
1952-53 to 1958-59 for 12 countries in the region. 
However, total food supplies in the region are still far 
too low per capita, and are inadequate to maintain the 
health and welfare of the population. Manufacturing 
production continued to advance: the regional index 
for the first half of 1960 was 22 per cent above that for 
the first half of 1959 and 11 per cent above that for the 
second half of 1959. The increase in mining output 
was smaller than that in manufacturing. 


Exports of primary products rose by about 18 per 
cent in the first half of 1960 compared with the corre- 
sponding period of 1959. The improvement in export 
earnings was partly the result of higher export prices. 
In the first half of 1960, the prices of rubber and jute 
rose by more than 20 per cent and those of cotton, tea, 
and tin were also higher; prices of sugar, copra, rice, 
and crude petroleum were lower. However, prices 
became unstable in the second half of 1960, and for 
the year as a whole they may not have shown a gain 
over the previous year. Furthermore, imports rose more 
than exports in the first nine months of 1960, resulting 
in larger trade deficits for the region. Nevertheless, 
many countries in the region were able to increase their 
foreign assets as a result of larger foreign aid. 


The primary exporting countries of the region con- 
tinued to make further efforts at export promotion, 


including the provision of insurance and credit facilities, 
special bonuses, tax concessions, and permission to 
exporters to retain foreign exchange. Because of the 
improvement in external economic positions during 
1959 and the first half of 1960, several countries in the 
region liberalized their trade and exchange restrictions. 

Aggregate monetary demand in the countries of the 
region was higher in 1960 than in 1959, increased 
demand for government expenditure and greater private 
investment being again the major factors. Budget deficits 
and bank credits were relied upon to finance a signifi- 
cant proportion of this demand. Nevertheless, except 
in a few countries, internal stability was maintained. 
Government revenues have been rising. The fiscal poli- 
cies of most of the governments in the region are con- 
cerned with raising the national rate of saving and 
transferring savings to governments, maintaining bal- 
ance in external accounts and counteracting short-term 
fluctuations arising out of changes in domestic output or 
conditions in foreign markets, and advancing toward 
social objectives, such as a redistribution of income and 
wealth. Such traditional weapons of monetary policy as 
the bank rate, open market operations, and variable 
reserve requirements have come to play a more promi- 
nent role in many countries of the region. 

A feature of the 1960 Survey is a review of postwar 
developments in the field of public finance. Two major 
trends were found to have emerged: countries, par- 
ticularly the newly developing ones, are giving a central 
role to planning as the mechanism most likely to ensure 
an efficient allocation and use of national resources; 
and, secondly, the influence or participation of the State 
is extending beyond the boundaries of public ownership 
and management. 

Source: Economic Commission for Asia and the Far 
East, Economic Survey of Asia and the Far 
East, 1960, Bangkok, Thailand, March 1961. 


India’s Balance of Payments 


According to preliminary data, India had a deficit on 
current account in 1960 of Rs 3,221 million ($676 mil- 
lion), compared with a deficit of Rs 1,720 million 
($361 million) in 1959. Whereas India’s foreign ex- 
change reserves increased by Rs 436 million ($92 mil- 
lion) in 1959, they declined by Rs 685 million 
($144 million) in 1960. 


The current account deficit in the fourth quarter of 
1960 was Rs 702 million ($147 million); this was 
smaller than the deficits of the three preceding quarters 
of the calendar year, but contrasts sharply with the 
surplus of Rs 217 million ($46 million) in the 
fourth quarter of 1959. Total imports were Rs 684 mil- 
lion higher in October-December 1960 than during the 
corresponding quarter in 1959, both private and govern- 
ment imports having increased; at the same time, 
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exports fell by Rs 95 million and net receipts from 
invisibles, other than official donations, declined by 
Rs 137 million. 

The improvement in the fourth quarter of 1960 com- 
pared with the preceding quarter was due mainly to the 
seasonal rise (Rs 249 million) in export earnings, 
particularly from tea (Rs 160 million); exports of cot- 
ton and jute textiles also increased slightly, the latter 
owing to a rise in prices. However, a comparison of 
exports in the fourth quarter of 1960 with those in the 
fourth quarter of 1959 shows declines for cotton tex- 
tiles (Rs 53 million), tea (Rs 44 million), vegetable 
oils (Rs 39 million), oilcakes, and hides and skins, 
which were only partially offset by increased exports of 
jute textiles, raw cotton, metallic ores, and tobacco. 
The lower export earnings in 1960 were partly the 
result of natural factors which adversely affected tea 
and cotton production. 

India’s current account surplus with the sterling area 
was slightly larger in October-December 1960 than a 
year earlier, owing to lower imports, but its payments 
position worsened vis-a-vis all other currency regions. 
This was particularly noticeable in the case of the 
dollar area, where a sharp rise in imports from the 
United States, mainly of foodgrains, was instrumental 
in converting a surplus into a substantial deficit. 


Source: Reserve Bank of India, Bulletin, Bombay, 


India, April 1961. 


External Assistance fo India 


The Finance Minister of India reported to the Lower 
House of Parliament on April 21 that the total amount 
of authorized external assistance to both the public and 
private sectors up to the end of the Second Five Year 
Plan period (March 31, 1961) was Rs 25,105 million 
($5,272 million). The total amounts authorized were 
as follows: loans, Rs 18,577 million (Rs 16,041 mil- 
lion in foreign currency and Rs 2,536 million in rupees), 
of which Rs 10,303 million (Rs 9,366 million in foreign 
currency) had been utilized; grants, Rs 6,528 million 
(Rs 2,569 million in foreign currency and Rs 3,960 mil- 
lion in rupees), of which Rs 2,349 million (Rs 2,299 
million in foreign currency) had been disbursed. The 


unused balances would be carried forward to the 
Third Plan. 


Source: Reserve Bank of India, /ndian News Digest, 
Bombay, India, May 1, 1961. 


Thai Industrial Finance Corporation Loans 


The Industrial Finance Corporation of Thailand, 
established in 1959 (see this News Survey, Vol. XI, 
p. 306), made loans recently to two industries for expan- 
sion of their plant facilities: B 1.5 million to the Thai- 
land Trading Company, which produces torchlight bat- 
teries, mosquito repellent incense, insecticides, and fla- 


voring powder, and B 0.8 million to the Yaranapund 
Company, which operates an automobile spare parts 
factory. The loans bear interest at 9 per cent per annum 
and are repayable in eight years. 


Source: The Bangkok Post, Bangkok, Thailand, May 12, 
1961. 


Japanese-U.S. Tariff Agreements 


Agreements between Japan and the United States, 
representing the culmination of tariff negotiations begun 
under Article XXVIII of the General Agreement on 
Tariffs and Trade (GATT) last September, were signed 
in Geneva on April 10, 1961. Japan is one of the Con- 
tracting Parties which have taken the opportunity to 
modify or withdraw tariff concessions listed in their 
schedules to the GATT. A U.S. State Department 
spokesman characterized the results of the negotiations 
as “mutually advantageous” to U.S.-Japanese trade. 


Concessions on 21 items were renegotiated by Japan. 
Its imports of these items from the United States were 
valued at $115 million in 1959, of which $90 million 
consisted of soybeans and $23 million of polyethylene. 
Nineteen of the 21 concessions were initially negotiated 
with the United States; U.S. trade interest in the other 
two items was negligible. 


Under the settlement, Japan will completely with- 
draw its concession on only one item—passenger cars 
with a wheel base of 254-270 centimeters. Since the 
United States does not produce this type of car, the ac- 
tion should improve the competitive position of larger 
American cars vis-a-vis smaller cars imported from 
other countries. Japan is re-establishing its tariff on the 
remaining items at a higher rate to the United States. 
Soybeans will be charged at 13 per cent ad valorem, 
compared with the present rate of 10 per cent; it is 
believed, however, that this increase will not sub- 
stantially affect U.S. exports of this product to Japan, 
since the new rate will not go into effect until discrimi- 
nation against imports of U.S. soybeans is abolished. 
The present ad valorem duty of 20 per cent on poly- 
ethylene is being converted to a specific rate of duty of 
52 yen per kilogram, equivalent to a little less than 
19 per cent ad valorem. It appears, however, that 
lower costs of production may result in a somewhat 
higher ad valorem equivalent during future years. Japan 
is also increasing the duty on certain machine tools. 


To compensate for increases in some tariff rates, the 
Japanese Government has offered to the United States 
new concessions on 20 items, the value of the import of 
which from the United States in 1959 was about $66 
million, including agricultural products worth $59 mil- 
lion. 


Sources: Department of State, Press Release, Washing- 
ton, D.C., April 12, 1961; The Journal of 
Commerce, New York, N.Y., April 13, 1961. 
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Western Hemisphere 


Brazilian-U.S. Financial Agreement 


The Minister of Finance of Brazil, Mr. Clemente 
Mariani, and the Secretary of the U.S. Treasury, Mr. 
Douglas Dillion, announced on May 17 the conclusion 
of financial negotiations between Brazil and the United 
States. The United States agreed to make the total out- 
standing debt of Brazil to the Export-Import Bank 
($530 million) repayable over 20 years by rescheduling 
payments of approximately $305 million, including the 
postponement to later years of the repayments of princi- 
pal due during the rest of 1961, 1962, and the first half 
of 1963 ($220 million); and to provide new credits of 
$338 million, of which $168 million will come from the 
Export-Import Bank, $70 million from the Treasury Ex- 
change Stabilization Fund, and $100 million from the 
new aid program proposed by President Kennedy and 
now under consideration by the Congress. 


The joint statement added that the conversations of 
the Brazilian representatives with private banks in the 
United States on the postponement of $114 million of 
repayments falling due in the near future and on new 
credits were progressing satisfactorily. 


Source: Joint Announcement by the Secretary of the 
U.S. Treasury and the Minister of Finance of 
Brazil, Washington, D.C., May 17, 1961. 


U.S. Gross National Product and Personal Income 

Gross national product in the first quarter of 1961 
was at an annual rate of $500 billion, compared with 
$503'% billion in the last quarter of 1960. When re- 
leasing the data, the Department of Commerce reported 
that demand strengthened in March after having de- 
clined in the preceding two months. 


Inventory liquidation increased in the first quarter, 
and there was an easing in fixed investment by business 
and in consumer purchases, offset in part by continued 
expansion of government purchases and of exports. 


Personal income in the first quarter, at an annual rate 
of $407% billion, was about $1 billion less than in the 
fourth quarter of 1959, but was above the mid-1960 
rate. A rising flow of unemployment compensation and 
other social security benefits helped to sustain the total, 
as did the payment of a National Service Life Insurance 
dividend for 1961, which was concentrated in March. 
Personal income declined less in January and February 
than in December, and showed an upturn in March, 
even apart from the special dividend payment. The 
April rate of $410% billion, $4 billion higher than in 
February, was a new record. 


Sources: Department of Commerce, Press Releases, 
Washington, D.C., May 16 and 19, 1961. 


Introduction of Exchange Control in El Salvador 

A law providing for controls on international trans- 
fers, and related regulations, were promulgated by the 
Government of El Salvador on April 21, 1961. All 
exchange proceeds from exports and other exchange 
earnings must be surrendered to the Central Reserve 
Bank. The Bank will sell foreign exchange at the official 
rate for the following transactions, provided that the 
remittance abroad has been authorized by the Ministry 
of Economy, either by general or specific license: mer- 
chandise imports, commissions, royalties, interest and 
amortization on loans due under existing contracts, in- 
terest and current dividends from foreign investments, 
students’ expenses, travel expenditures, and other cur- 
rent payments as determined by the Ministry of Econ- 
omy. Commercial banks are required to sell their, ,ex- 
change holdings to the Central Reserve Bank and to 
provide daily reports of their exchange transactions. 
Deposits in foreign currency held by residents with com- 
mercial banks may be converted into local currency at 
the official exchange rate or may be used for making 
payments abroad in accordance with the law. 


Other provisions of the law give the Minister of Econ- 
omy authority to impose import and export licensing re- 
quirements and to enforce the necessary regulations. 
An Exchange Control Department is established under 
the Ministry of Economy, which will be responsible, 
among other things, for approving or rejecting applica- 
tions for foreign exchange. 


Source: Bank of London & South America Limited, 
Fortnightly Review, London, England, May 6, 
1961. 


Venezuela's Budget for July-December 1961 

The Minister of Finance of Venezuela, Mr. Andrés 
German Otero, has presented to the Congress a budget 
for the period July-December 1961 as part of a program 
to change the fiscal year to a calendar year basis (see 
this News Survey, Vol. XIII, p. 112). Expenditures for 
the second half of 1961 are estimated at Bs 2,923 mil- 
lion and revenues at Bs 2,370 million (including Bs 40 
million counterpart funds from an Export-Import Bank 
loan and Bs 28 million from a proposed World Bank 
loan). The deficit of Bs 553 million is expected to be 
reduced by Bs 100 million through a proposed salary 
reduction of 10 per cent for civil servants earning over 
Bs 300 a month. The Government has presented to the 
Congress amendments to the tax laws which would in- 
crease revenues by Bs 103 million for the second half of 
1961 and by Bs 220 million for the calendar year 1962: 
a tax on gasoline is expected to yield Bs 30 million, a 
modification of inheritance taxes Bs 10 million, and 
taxes on dividends and other miscellaneous taxes Bs 63 
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million. The proposed reduction in salaries plus the in- 
crease in revenues would reduce the deficit to Bs 350 
million. 

The Minister pointed out that expenditures would be 
heavy in the second half of 1961 because of repayments 
on the loan of $200 million from foreign commercial 
banks, subscription payments to the Inter-American 
Development Bank, and transfers to the government- 
owned Guiana Corporation and Petroleum Corporation. 
Nevertheless, budgeted expenditures for the second half 
of 1961 would be lower than actual expenditures in the 
second half of 1960. In addition, the amount budgeted 
for investment is higher in 1961 than in 1960. 

The President of the Republic, Mr. Romulo Betan- 
court, in an address to the Congress, stated that addi- 
tional measures would be taken to stimulate private in- 
vestment, revitalize the national economy, and widen 
employment opportunities. He asked for authorization 
to fix maximum prices for essential goods and services. 
The President would supervise the expenditures of the 
official entities, which would henceforth cease to func- 
tion without close government control. The President 
explained that it was not in the national interest to con- 
tinue to increase taxation on the foreign-owned petro- 
leum companies: in 1960, the participation of the Gov- 
ernment in the profits of the oil companies was estimated 
at over 70 per cent and the companies’ return on their 
capital investment at only 11 per cent. 

Sources: El Nacional, Caracas, Venezuela, May 4 and 5, 
1961. 


Import and Export Duties in Ecuador 


Export duties on coffee and cacao, apart from existing 
stocks, were reduced from 7 per cent to 1 per cent ad 
valorem on April 6, in order to ease the difficulties of 
coffee and cacao growers caused by the fall in the prices 
of their products. On the same date, a duty of 2% 
per cent of the c.i.f. value was levied on all imports, to 
offset the loss of revenue from cacao and coffee exports. 
Source: Department of Commerce, Foreign Commerce 

Weekly, Washington, D.C., May 6, 1961. 


Increase of Argentina's Crude Petroleum Output 

The crude petroleum output of Yacimientos Petro- 
liferos Fiscales (YPF), the State petroleum agency of 
Argentina, amounted to 9.6 million cubic meters in 
1960, and the increase in output—49 per cent over 
1959 and 93 per cent over 1958—is continuing rapidly. 
In the first quarter of 1961, YPF produced 3.2 million 
cubic meters of crude petroleum, an increase of 73 per 
cent over the first quarter of 1960. The increase since 
1959 is attributable mainly to the drilling and produc- 
tion contracts signed by YPF with foreign companies in 
1958 and 1959. 

As a result of the expansion in domestic production, 
imports of crude petroleum declined from 7.6 million 


cubic meters in 1958 to 5.9 million cubic meters in 
1959 and to 3.7 million cubic meters in 1960. In the 
first quarter of the current year, imports amounted to 
only 0.4 million cubic meters, compared with 1.0 million 
cubic meters in the same period of 1960. It is expected 
that Argentina will become self-sufficient in crude petro- 
leum during 1961. 
Sources: The Review of the River Plate, Buenos Aires, 
Argentina, January 31 and April 29, 1961; 
Bank of London & South America Limited, 
Fortnightly Review, London, England, Feb- 
ruary 25, 1961; La Nacién, Buenos Aires, 
Argentina, April 30, 1961. 
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